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averaged $13. 39 per hundredweight for

96. This is the highest yearly average

and its predecessor, the
anesota Wlsconsm (M W) series,

staned in 1961,

:96 basic formula
hits _all tlme high

The BFP varied greatly throughout the

- year, with a record high set in September

followed by the largest -ever monthly

average came in $1.56 above the previ-
~ Ous year's prxce the December 1996 price

>st since mid-June 1994. ‘
Milk production nauonally for the flI‘St ‘

- of $11.34 was the low for the year and
$1.57 below December 1995,

" Prices on the Nauonal Cheese Ex-

- Change also were volatile this year. The
', 40-pound block price reached. a record
high-in October, but then experienced a
, record drop of 21.5 cents per pound on
Oct. 18. The $1.1875 per pound -block

orice at the end of the year was the low-

ll mOnth nf 1006 wae Anwvm 13 Al

- drop in November. Although the 1996

) -

prlce

from a year. ago. Althou0h milk produc

tion declined, more of the available mill

was made into cheese. Prehmmary 199

U.S. American cheese productior

throug October mcreased 6 percent fron
the same period in 1995, |
'Feed grain prices were higher in 1996
Corn reached a record-high price nation
wide in August at $4.30 per bushel
High feed prices and lower qua]xty hay
prevented many farmers from taking ful

'advantaoe of higher milk prices.

- The number of dairy fariners in the

 state eontmues to declme following the
“trend of previous years. As of Dec. 31

1996, there were 24,953 dairy farms or

-~ the dairy license list, down 1,403 from

the beginning of 1996. |
USDA and the dairy industry are study

ing alternative pricing mechanisms to the

~current BFP. A task force appomted by

| VGovemor Thompson has recommended

ehmmatmg the National Cheese Ex-

- change price from the BFP calculation.
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mobile club members and others
~ from northeastern Wisconsin
| Joined a rally that attracted aboyt
100 protesters from across the
state. They gathered for speeches -
- inside the Capitol rotunda as tem-
peratures sagged near zero and

mnﬁ hl?wl%d ot\l}side.

nother Fox Valley daj farmer,
Gerald Vander Heiden, HS);ymour,
‘Was among the dozen spokesmen
selected for the meeting with
ompson. -

- He said he considered the meet-
ing fruitful even though it produced
no immediate action on the prici
_problem. “T don’t think that it’s a
- Waste of time because the more we

Please see GOVERNOR, C4

can talk to people like the goveri.
the more we get our point across.”

Vander Heiden echoed remarks
by a succession of speakers during
the rally that continued even as the
dozen spokesmen met with Thomp-
son.

He told reporters that politicians
and the big business interests in the
food industry “want to keep this
cheap food policy in this country.”

“Some day this country is going
to starve,” he warned. “We can’t
survive on cheap food.” ,

"~ Bob Grode, Freedom, president
- of the Outagamie County Alliance
of Snowmobile Clubs, and several

- county club members with posters

- expressing support for the farmers,
were on the bus with the farmers.

Grode said a county farm imple- |

‘ment dealer showed support by

- chipping in part of the cost of rent-
ing the bus. .

Keane said Thompson urged the

group to maintain unity among  }

themselves, snowmobilers and
other state residents to present a
single position in dealing with the
federal government.

The crowd in the Capitol dis- §
played an assortment of group affil- - §

iations and approaches to the prob-
lem. Some talked of withholding or
- dumping milk on Monday in
protest of low prices.
“ Representatives of labor groups,

- Democrats and others raised signs ,

and gave speeches accusing
Thompson of siding with big busi-
ness interests and against the small
farmer.

Thompson’s agriculture secre-
tary, Alan Tracy, said one of the
farmers in the private. meeting
referred to the Republican Thomp-

~ son’s affiliation with business
-groups.

“One of them raised the point,

but the governor pointed out that

he’s the best friend they have ever

had in that office,” said Tracy.

S

lends ear to
dairy farmers

W Outagamie County was
well represented by farmers
and snowmobilers at the
Capitol dairy price rally and
meeting with the governor

By Cliff Miller

Post-Crescent Madison bureau

‘ MADISON - State dairy farm-
| ers won Gov. Tommy Thompson’s
promise Friday to take their com-
plaints and some of the farmers
themselves to a meeting next
month in Washington with Agri-
culture Secretary Dan Glickman.
Dairy farmer Bob Oudenhoven,
Kaukauna, was among a dozen pro-
testers who met in private with
Thompson for an hour Friday to
discuss complaints about the Na-
tional Cheese Exchange in Green
Bay and related dairy price issues.

utive order removing the cheese
exchange as a dominant ftgrcg in

- setting " dairy

Oudenhoven said swift action by
executive order is essential. “We
don'’t have any time.”
i| ~ “The governor is: very con-
il cerned, very supportive, and he
agrees with them (the farmers),”
said Thompson spokesman Kevin
Keane after the meeting. “But the
- bottom line is that this is a federal
| issue.” '

He said Thompson had just re-

ment for the governor and a dele-
gation of Wisconsin farmers to
meet with Glickman on Feb. 4.

‘The biggest thing is to get the
i heese Exchange discon-

He said the federal
| has the authority to

ngressional appr

Oudenhoven said Thompson
promised to urge Glickman and
President Clinton to issue an exec-

| also want federal lacea: -
| floor under cheese protect
- farmers against further losses, Ou-
denhoven said. e

ved confirmation of an appoint-

om the pricing of milk,” -

hange by executive

Governor 118 g
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Ott authors resolutions on —

NCE activity: for new season

MADISON

Resolutions introduced in the Wiscon-
sin State Assembly relating to activity
concerning the National Cheese Ex-
change (NCE) are receiving tremendous
- Support according to State Representative
Al Ott (R-Forest J unction), Chairman of
- the Assembly Agriculture Committee.
The State Assembly began its 1997-98
legislative session on January 14.

"We're going to send a message to

Washington that we want some changes
made," said Ott, referring to the two reso-
lutions he has introduced which will be
~ forwarded to Washington officials and
 Wisconsin's congressional delegation
upon their passage in the State Legisla-
ture.

Assembly Joint Resolution (AJR) 5
requests United States Department of
- Agriculture Secretary Daniel Glickman to
~ Cease using the market activities of the

Wi Stk Fomen 12

NCE in determining the basic formul,
price for manufacturing milk. Also, (h
bill requests that a broad-based formul,
that more accurately represents markc
conditions for milk be established. Th
NCE price that is currently used resul
from trading that represents less than
percent of all bulk cheddar cheese sold na
tionally. Thirty-five state representative

~and 15 state senators have signed ont

AJR 5 as co-authors.

Ott's second resolution, which has nc
yet been numbered, asks the Commod;
ties Futures Trading Commissio
(CFTC) and the Federal Trade Commis
sion (FTC) to reevaluate their regulator
authority over the NCE. The two bodie
have previously said that they do nc
have regulatory authority over the Ex
change, however, they now appear to b
open to the possibility of federal over
sight of this national price-setting mech
anism.

e Y -

g-Ga

A




& Some farmers can’t
wait for federal action on
dairy prices, they tell -

state senators

By Cliff Miller

Post-Crescent Madison bureau
MADISON - The state

Senate author of a bill to regulate
trading on the National Cheese
Exchange in Green Bay told op-
ponents Tuesday she wouldn’t
care if her bill drove the exchange
out of Wisconsin.

“It doesn’t seem to me that it
serves a good purpose to have an
agency in the state that is under-
mining our dairy industry,” said
Sen. Alice Clausing, D-Meno-
monie.

She was responding to the pre-
diction by Alan Tracy, secretary
of the state Department of Ag-
riculture, Trade and Consumer
Protection, that the cheese ex-
change may respond to attempts
at state regulation by moving out
of the state.

Tracy opposed the bill, argu-
ing the mechanism for setting
milk prices is a federal issue that
should be resolved in Washing-
ton. Clausing chairs the Senate
Agriculture and Environmental
Resources Committee that held
the hearing on her bill.

State Sen. Alan Lasee, R-De
Pere, sided with Clausing in a
show of bipartisan support for
the measure. It would impose
state Fair Trade Practices Act
restrictions on the cheese ex-
change in an effort to outlaw
alleged price manipulation by the

A central trading point in
the state for cheese transac-
tions dates back to 1909 when
the Dairy Board in Plymouth,
permitted any cheese factory
in the state to trade on its
board.

Previously, cheese trades
were conducted on a regional
or county basis. The central
location for state transactions
was designed to encourage
more competitive bidding.

In 1918 it was renamed the
Wisconsin Cheese Exchange.

The Wisconsin Cheese Ex-
change came under criticism
by farmers and a rival board
was established in 1921 called
the Farmer’s Call Board. The
Farmer’s Call Board also
came under fire and was dis-

continued in 1941, leaving the
Wisconsin Cheese Exchange
as the only central trading
point.

In 1956 the Wisconsin
Cheese Exhange moved to
Green Bay and, in 1974,
changed its name to the Na-
tional Cheese Exchange. It
has remained ever since.

The board and its predeces-

Cheese exchange dates
from 1909 in Wisconsin

sors have often been the ob-
jects of investigations and ac-
cusations,

In 1911 dealers and pur-
chasers were found to have en-
gaged in a price-fixing scheme.

In the 1930’s, an extensive
investigation into the Farmer’s
Call Board by the Wisconsin
Department of Agriculture
led to prosecutions for price
fixing of Swiss, American and
brick cheeses.

In 1987, another investiga-
tion was launched in response
to falling cheese prices, but
investigators found there was
no evidence of any price collu-
sion and the falling prices
were due to the forces of sup-

ply and demand.

The NCE is governed by a
six-member board of directors
and a president. Only mem-
bers can trade, and member-
ship is open to anyone who
can demonstrate “that he or it
is suitable to assume responsi-
bilities and privileges of mem-
bership.”

In recent years there have

Please see CHEESE, B-9

exchange.
The committee of three Dem-
ocrats and two Republicans later

voter unanimously to recom-
mend Senate passage of the mea-
sure with modest amendments.

Post-Crescant file photo by Michaet Leschisin

FARMERS HAVE PROTESTED, without much success, at the National Cheese Exchange in Green Bay for fairer pricing.

State may boot cheese exchange

Lasee said even stock trading
is regulated but cheese isn’t. To a
manufacturers’ group spokesman
who said state regulatory: efforts
would confuse national attempts
at reform, Lasee said, “What
about the confusion of the guy
who’s milking the cows?”

He told defenders of the ex-
change who opposed the bill.
“You ought to be on the same
side” as the farmers.

Selling cheese for less than the
outside market price or buying
for more would be prohibited by
the bill. Traders who are custom-
arily buyers would be banned
from occasional selling and sel}-
ers couldn’t switch to buying.

Critics charge that such prac-
tices are used to manipulate
prices artificially. Defenders said
the bill would outlaw perfectly
legal and justifiable business
practices, such as cooperatives
buying above the market price to
shore up prices.

Meeting on Fridays in Green
Bay where it is headquartered,
the exchange trades in cheddar
cheese. The prices set by its
transactions heavily influence
the price farmers get for milk.

Since last fall. when prices on
the exchange plummeted, Clau-
sing said dairy farmers have suf:
fered a 25% cut in wages because
of the exchange.

The hearing attracted opposi-
tion from a number of dairy
industry associations, manufac-
turers, cooperatives and distribu-
tors of cheese and dairy prod-
ucts. A number of farmers spoke




EXCHANGE: May get the boot

From B-7

in favor of the measure.

U.S. Rep. David Obey, D-
Wausau, and U.S. Sen. Herb Kohl,
D-Wis., sent statements of encour-
agement.

Farmer John Kinsman of La-
Valle in Sauk County supported
Clausing’s call for swift state action
rather than waiting for lengthy fed-
eral proceedings to take effect.
Kinsman said many farmers need
improved prices before spring to
~ produce enough cash flow to quali-
~ fy for normal seasonal loans. “We
~ can not wait beyond this sprmg,
 he said.

A similar proposal was rejected
by a task force named’by Gov. Tom-

my Thompson to study the cheese
exchange. Tracy said investigating
and proving violations of the pro-
posed trading regulations would be |
costly for his department.
A member of the task force, -
farmer Darin Von Rudin, Westby, .
denounced the task force decision.
“The governor’s task force gave the -
National Cheese Exchange the
right to kill farmers.” '
One critic objected that the state -
effort could affect dairy prices .
nationally. |
Clausing shot back, “That’s -
exactly what we want to do -
Bingo! We have a rare opportunity -
of making something happen
(nationally) right here in the cheese -
state.”

From B-7

~ been 35-40 members and the cur-
~ rent members represent approxi-
~ mately 90% of the cheese industry.
- Members include Kraft General
- Foods, Beatrice Cheese Inc, Alpine
- Lace Brands, Inc., Schreiber
Foods, Associated Milk Producers,

CHEESE Exchange here since '09

Mid-American Dairymen, Inc.,
Land O’ Lakes, Inc. and Dalrystate
Brands, Inc.

B Source: Cheese pricing; A study of .
the National Cheese Exchange by
Willard F. Mueller, Bruce W,
Marion, Magbool H. Sial and FE.
Geithman, March, 1996.




" MILK PUD-

DLES at the
feet of farmer
Brian Hague
Wednesday at
his dairy farm
near Sulphur
Springs, Texas.
Hague joined
dairymen in
nine states to
protest falling
milk prices.

AP photo by Marco
Antonio Medina Sr.

& Dairy farmers nationwide

not crying over spilled milk

By John Hartzell
Associated Press writer

Dairy farmers protesting a steep decline in
prices dumped their milk Wednesday or divert-
ed it to charitable groups in what one partici-
pant characterized as a tough but necessary
step.

“A farmer spills a half pail of corn and he
picks it up,” said Darrel Waugh of rural Poy-
nette, Wis., one of those who took part by
dumping his milk. “So this is hard to do.”

Organizers had said they expected farmers
from Minnesota, Vermont, Pennsylvania, New

York, Missouri, Texas, California and New
Mexico as well as from Wisconsin to take part
in the one-day action.

But organizer Darin Von Rudin, a Westby.
Wis., said he had no word on how many actual
ly took part and did not expect such figures tc
be available.

“We were just individual dairy farmers doing
what we had to do,” he said.

Von Rudin said support from established
farm groups was not sought for the effort.

“I felt going in that I didn’t want organized

Please see PROTEST, BACK PAGE
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PROTEST: Milk s

‘rom B-1

support because it can destroy an
)rganization,” he said, pointing to
vhat he said was backlash that took
dlace after milk dumping during
he 1960s.

But Clint Van Vleet, a Sulphur
springs, Texas, dairyman and pres-
dent of the 250-member Texas
Vlilk Producers Association, said
250,000 to 500,000 gallons of milk
vere dumped in that state.

“We are sending a message to
he government that we want the
yrice system thrown in the scrap
1eap,” he said.

“Farmers were waiting for some-
»ody to do something,” Van Vleet
said, adding that he has asked U.S.
Agriculture Secretary Dan Glick-
nan to ask the president to create a
ask force of consumers and farm-
;s to study milk prices.

The basic price farmers are paid
or their milk has declined from
nore than $15 per 100 pounds in
september to $11.30 per 100
younds at the end of December.

Some farmers receive additional
»ay for high quality, high volume or
or components such as protein.

3

AP photo by Steve _:mmw.ima

DAIRY FARMER Dan Moos pours milk into a manure spreader to
be used as fertilizer on his New Auburn farm Wednesday.

Farmers and some others have
blamed the federal government’s
use of the National Cheese Ex-
change in Green Bay to set milk
prices.

They say that the small cheese

S S ——

market was manipulated by Kraft,
the nation’s largest buyer of bulk
cheese, to intentionally drive down
cheese prices. Kraft and the
exchange have denied the allega-
tions, and federal investigators last

summer said they found no proof.

Glickman supports ending the
dependence on the exchange to set
milk prices as a short term solution
to the problem.

Glickman has said he plans to
issue options this spring to possibly
replace the current pricing system.

Dave LaBarge of Loyal, Wis.,
said that instead of dumping his
milk, he planned to take the dollar
value of Wednesday’s production
and buy cheese, which he would
donate to St. Anthony’s Catholic
School in Loyal.

“We didn’t want to see the milk
thrown away,” LaBarge said.

“We're also hoping to stimulate
a price increase.”

The Pennsylvania State Grange
encouraged milk producers to
donate milk to food kitchens if they
wanted to make a protest.

“We don’t believe our producers
should be dumping their milk,” said
Grange spokesman James Mentzer.
“We feel that they should be donat-
ing their milk for a day. It shows
agriculture and dairy producers in
a bad light — people just see them
dumping milk. It gives agriculture a
black eye.”

pilled to make point about pricing
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(Continued from Page 1)

Jollins continued. Cheese prices .
Iropped approximately 30 percent.
rom mid-October through the end of ©
Jecember, and that Gmp occurred so
ast that it lead to a lot of producer
oncerns about price manipulation-on
he” National Cheese Exchange
NCE). Butter prices dropped 56 per-
ent in October and November.

Concerns over falling prices
rought forth a number of proposals
rom industry to stabilize the dairy
narket. One class of pmposals was to
se dairy products in the domestic
nd international ‘cedmg and nutri-
ion programs to a greater degree.
’he second class of proposals was to.
ncrease mulk prices through in-
Teased government intervention by
looring the Basic Formula Price
BFP) and also by eliminating the
ise of price data from the National
“heese Exchange in determining the
3FP.

- In response w0 ali these proposals,
lecretary of Agriculture Dan
slickman last week announced
several actions to help stabilize milk
rices, Collins noted. He noted that
JSDA would directly purchase $5 mil-
ion worth of cheese for use in
lomestic food assistance programs. -
Chat's in addition to USDA’s
perating procedure of the last cou-
)le of months, which was to cajole
ichool districts to buy more dairy
yroducts and place orders “in
wdvance.

And they have been doing that, Col-
ins indicated. So far this fiscal year
{which began October 1, 1996), USDA
1as purchased about 28 million
sounds of cheese, compared to an
average of 22 million pounds durmg i
he last two years. ... - <

LSDA. will also try to respond to
concerns about the accuracy of
cheese prices, Collins said. This i5 an
incredibly complex i 1ssue, it’s a dif-
ficult issue to’ address, he said"He =
hxzad some. of the. tfnngs USDA has o

“ellse: USDA s resources and take
the lead in developing an alternative
to the NCE.

*Report more and better cheese
price data.’ .
*Drop cheese prices from the BFP.
So far, we have not taken much ac-

tion on most of those suggestions, Col-
lins said. For example, USDA doesn’t
have any authority to regulate the
NCE. He also doesn’t think its ap-
propriate for USDA to try to organize °
asprivate market-for: cheese-buyers«:
and'sellers, although the agency-is:«’

'sional mandate to reform and con-

solidate federal 'milk marketing
orders. However, Collins said, ‘the
agency does not plan; to hold a
separate federal order hearing to ad-
dress the BFP. -

The BFP has been controversial
itself because of its use of the NCE

price, Collins said. Some, have: sug-

gested that the NCE price biases the
‘BFP downward, so that producers

receive less than they would if USDA

dxdn’t use NCE prices..

But up to now, that simply has not
been true, Collins said. Looking over
the 19-month period starting when the
BFP started (May of 1995), when you
compare the- BFP-with the actual
base month M-W price, the BFP has
actually averaged aboyt half-a cent
per: hundredwenght higher than the
M-W.

However, Collins added, the largest
difference between the BFP and the
M-W price occurred in the month for
which USDA has the most recent data
- November of 1996, In that instance,
the BFP was 58 cents below the M-W
price, and that has again fueled pro-
ducer concerns’ over the BFP, he
said.”

- Glickmans response to the overall
price controversy has been prudent,
reasonable, economically sound, and
well thought-out, Collins said. The ac-

tions announced by Glickman last-

week will provide a modest boost to
demand which, coming at a time

when dairy prices are already firm-

ing, may accelerate a rebound -
which is widely expected in the com-
ing - months, even thhout USDA’

-actions. v

Most dairy groups have also asked
Glickman to use his authority under
federal orders to-establish. a. floor

- under - the BER, forthe..purpose of .

estabhshmg Class’ T and “Class I
prices, Collins. That i 1ssue con-
tinues, he indicated.”

"There are two compelhng reasons

“Wwhy USDA has not taken that actum,

‘Collins said:
- eThe 1096 farm bill phases out price
supports by the year 2000. Putting'a

-rigid floor under Class I prices would ™

mean using Class I prices as a proxy

- for price supports,-and that-would be
“ . inconsistent with the direction that

dairy policy is taking in the 19%0s. The
ba for resurrectmg support in.

participating-in discussions.regard- ..
ing:that possibility with the Coffee,
Sugar & Cocoa:Exchange. :

‘ OneﬂamgUSDAdetrytodmscol- o
 leetrand pubhsh more and better
cheese - price  information, .Collins
said. Beginning at the end of this
month, USDA’s:National Agricultural
Statistics Service*(NASS) will-start«
asking for Cheddar-cheese pricesre- -+
ceived by manufacturing plants. It
will take a few months for USDA to
determine if it's getting something it
mmwmmxtmmywmtm

: m Agril or May that NASS begins

milk markets should 'be waged in the

1997 Congress, and not in the federal

order hearing process.

L -Placmg a rigid floor under fluid
* milk prices would: have widely dif- - .

ferent effects in different areas of the

_US. In areas with low Class I utiliza-

tion, it could actually be disadvan-
tageous. It would also raise consumer
prices, and by doing so it would run

" counter to other announced actions

which are mtended to expand de-
mand.

At this point, dau'y markets appear

to have a good foundation, Collins
said, and that’s supported by the re-
cent strength in cheese and butter
markets, Milk production continues
to run about even with a year ago, and
demand continues to increase fairly
well, despite the fact that the Con-
sumer Price Index for dairy products
for the month of December 1996 was
10 percent above what it was in
December 1995.
" For the year ahead, USDA expects‘
milk production to decline about 1
percent during the first quarter com-
pared to a year ago. Thereafter, milk
production will increase 1 to 2 per-
cent. For 1997, milk production is ex-
pected to be up about 1 percent from
1996.

~The all. milk price in.1997 is pro-+
jected to average $13.65 per hundred:

weight, about a dollar lower than last *
.year but still 75_cents above the’

average from1990 to°1995;" Collins

1997 to be Iess Volatile than 1996, but
-still a fairly strong:dairy- market

However, Collins pointed out that
one year ago, .USDA forecast a 1996
(marketing year) all milk price of
$13.00 per hundredwelghL It turned
out to be $14.40, -~ -~ .

The price volatlhty the dairy in-
dustry has seen over the last few -
years reflects the dairy policy choices -
made over the last 15 years, Collins
noted. At the start of that penod
USDA was supporting the price of
milk at 80 percent of parity with semi-
annual adjustments. Today, 80 per-
cent of parity would be $22.00 per hun-
dredweight -- more than double the
current $10.20 price support level.

At the current support price, the
government is essentially out of the
market, Collins noted, The resultisa
more variable market, featuring
large swings in wholesale dairy prod-
uct prices and prices to produce_rs.

This is a variability that is common
to many agricultural markets, but
this variability has not yet been fully
appreciated or dealt with by
Americas dairy producers, Collins
said. Many recognize the need to deal -
with variability, but some producers -
ignore that and argue that what they
need is higher average prices.

But its clear that what Congress
has said over the past 15 years is that
government intervention is not need-
ed to ‘ensure prosperity for dairy
farmers or the dairy mdustry, Collins

(See Economlst Review n Psge 0

s;:tid. For the most part USDA expects’




Ag department looks . cheese exchange pricing

WASHINGTON (AP) - The
\griculture Department will speed
D its review of whether price data
rom the National Cheese Ex-
hange should help set the price of
1lk, Agriculture Secretary Dan
slickman said Wednesday.

Glickman announced the review
1 response to charges from Wis-
onsin lawmakers and dairy farm-
rs that the exchange prices may
ot reflect true market conditions..

“We should not allow a market
s fraught with flaws as the Nation-
| Cheese Exchange to have such
xtreme influence over milk prices
aid to farmers,” Sen. Herb Kohl,
-Wis., said. “The NCE is a mill-

ks
of Wisconsin dairy farmers,
HERB KOHL, Wisconsin senator

# MR R %

stone around the necks of Wiscon-
sin dairy farmers.”

Critics say the exchange, in
Green Bay, accounts for a small
share of the market and its transac-
tions are dominated by big food
companies such as Kraft Foods
Inc., which have an interest in low
milk prices.

“We must address these con-
cerns now so that dairy producers

have confidence that the prices
they receive reflect market condi-
tions,” Glickman said.

The department will take com-
ments until March 31, then decide
whether to hold hearings on elimi-
nating exchange prices from the
complex pricing formula.

The 1996 farm bill calls for a re-
view of how milk is priced and sets

an April 1999 deadline for over-

hauling the system.

Glickman’s efforts should re
duce some of the volatility in milk
prices, said Sen. Russ Feingold, D
Wis.

“This welcome action comes at a
time when milk prices have fallen
26% since September 1996 due tg
the drastic and unpredicted 50-cent
decline in prices on the National
Cheese Exchange,” Feingold said.

B Comments may be sent 1o: Dairy
Division, AMS, USDA; Attn: BFP
Evaluation; Room 2968-S: Box
96456, Washington, D.C. 20090-

6456. 1/30l9y P/




Senate passes t |
bill regulating

2[4
/C

cheese exchange

B Backers say the measure
can prod the USDA to probe
farmers’ complaints

MADISON (AP) - The state
Senate has approved legislation to
regulate the National Cheese
Exchange in Green Bay regardless
of federal responses to complaints
about prices paid farmers for their

"milk.

State Sen. Alice Clausing, D-
Menomonie, said the bill approved
28-5 Thursday can prod the U.S.
Department of Agriculture to
investigate why farmers are not get-
ting paid what they say it costs to
produce milk.

Of six Fox Valley senators, all
Republicans, four favored the bill
and two opposed it.

Backing it were state Sens.
Robert Cowles of Green Bay, Gary
Drzewiecki of Pulaski, Alan Lasee
of De Pere and Michael Ellis of
Neenah. Opposing it were Sens.
Robert Welch of Redgranite and
Carol Buettner of Green Bay.

The legislation, which now goes
to the Assembly, stems from com-
plaints by farmers about a decline
since September in the prices they
get from dairies and cheesemakers
for their raw milk.

Wisconsin farmers blame some
of the problem on the exchange. It
deals in only about 1% of the
nation’s cheese trade but prices
‘hat are bid by food companies
nfluence the market nationwide.

Gov. Tommy Thompson has rec-
xmmended the USDA stop using
he exchange as a source of data for
1ational pricing formulas but has
old farmers the state is powerless
o influence the exchange’s market-
ng activities.

Passage of the bill follows an
‘nnouncement Wednesday by
JSDA Secretary Dan Glickman

that his department will speed up
its review of whether it should use
price data from Green Bay.

The department is taking com-
ments for its review until March 31.
Then it will decide whether to hold
hearings.

The 1996 federal farm bill gives
the department until April 1999 to
overhaul the federal system of set-
ting raw milk prices.

Despite federal action, the bill
approved Thursday is necessary to
help farmers and encourage the
USDA to act, Clausing said.

“You always have to have a cou-
ple of avenues when you pursue an
issue, in case one closes. This bill is
the hammer that’s making the issue
of fair milk pricing proceed.” she
said.

“The unknown about what the
federal government will do- and
how long it will take is why the bill
will proceed,” she said.

In Congress, Sen. Herbert H.
Kohl, D-Wis., has asked the USDA
to revise its milk marketing orders.

“Both entities have a job to do.
The state bill is constructive. If we
are successful at decoupling the
exchange from milk prices, that's
another good thing but nobody
knows when that’s going to hap-
pen,” Kohl said.

The bill would:

BProhibit traders from selling
cheese at the exchange at prices
below what they could get else-
where.

BForbid a trader from being a
buyer or seller at the exchange
while simultaneously buying or sell-
ing elsewhere. :

MRequire traders to notify the
state of transactions outside the
exchange.

BImpose fines of $1,000 to
$10,000 per violation, and criminal
penalties of $25 to $5,000 per vio-
lation.
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State tiptoes after cheese exchange

B As the Senate considers
1 bill to regulate it, the
agriculture secretary says
it just doesn’t matter

3y CIiff Miller

Sost-Crescent Madison bureau

MADISON - If the Senate
opasses a bill to impose state trade
regulations on the National Cheese
Exchange in Green Bay, the Assem-
bly Agriculture Committee chair-
man said Tuesday he will handle it
with care.

“T will take a very deliberative
approach,” said state Rep. Al Ott,
R-Forest Junction, of the Senate
bill.

The Senate failed to act on it
Tuesday, sending it to the Joint Fi-

nance Committee because the bill
spends state money.

Ott had better luck in the Assem-
bly with two related resolutions he
sponsored. Without significant de-
bate, the Assembly passed on voice
votes and sent to the Senate Ott’s

resolutions asking federal agencies

to stop using NCE trading to set
milk prices and to consider impos-
ing federal trading regulations on
the exchange.

Only traders who try to manipu-
late the market have anything to
fear, backers of the Senate bill say.

“We won’t have any farmers left
in the state if we continue to ignore
what’s happening out there in the
real world,” said Sen. Alan Lasee,
R-De Pere.

The exchange handles less than
1% of bulk cheese and meets just
once a week, but it is a key factor in

the prices the federal government
sets for farmers’ milk each month.
Milk prices have dropped from
more than $15 per 100 pounds in
September to $11.30 this month.
Opponents, including - Kraft
Foods, say the measure really seeks
to shut down the exchange or force
it to relocate through strict buying,
selling and reporting requirements.
Supporters of the Senate bill
accused the state Department of
Agriculture, Trade and Consumer
Protection of trying to defeat the
bill by deliberately inflating a re-
quired department estimate of the
cost of enforcing the proposed reg-
ulations.
The price tage is $411,400 a year.
Much of the cost would be for
the seven fulltime attorneys, audi-
tors and staff such extensive over-
sight would require, said Agricul-

ture Secretary Alan Tracy, who
opposes the bill.

“It won’t have any impact on cur-
rent prices and it won’'t have any
impact on milk pricing. It’s a feder-
al issue that requires a federal re-
sponse,” Tracy said.

The proposal follows months of
criticism by farmers and legislators
who claim Kraft and other large
traders manipulated the market,
causing a steep decline in milk
prices - paid to farmers since last
September.

“The 33 members of this body
could do more for farmers by pick-
ing up a pound of mozzarella
cheese on the way home than by
passing this bill,” said Sen. Robert
Welch, R-Redgranite.

“The bill would severely limit tra-

Please see EXCHANGE, B-6

# Would prohibit traders
from selling cheese at the
exchange at prices lower than
they would get elsewhere, or
buying cheese there at higher
prices.
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“EXCHANGE: Senate considers bill

From B-1

ding on the exchange™ or foree it to
move out ol state, said University
ol Wisconsin dairy economist Ed
Jesse.

Senate majority Democrats were
hoping to get quick finance com-
mittee action today so the Senate
can act on the bill Thursday.

Ott said his aim is to consider
the welfare of the entire state dairy
industry and to avoid having the
Cheese Exchange become “a politi-
cal whipping boy.” |

The dairy industry in the state is
a $17 billion a year enterprise, of
which dairy farmers get about $3

billion, he said.

“My responsibility as an agricul-
ture legislator is to the whole indus-
try,” he said. Some legislators and
interest groups are seeking to ele-
vate the interests of farmers above
the rest of the industry, he said.

Ott said the issue resembles the
controversy over bovine soma-
totropin, or BST, a hormone treat-
ment of dairy cows to boost milk
production. That debate also divid-
ed the dairy industry while rival
groups sought political advantage,
Ott said.

B The Associated Press contributed

to this story.




. Cheese Exchange bill back on track in State Senate
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B JAN SHEPEL

MADISON

Debate and maneuvering continued this
week over a state senate bill that would
make it illegal for traders on the National
Cheese Exchange in Green Bay (o "trade
against interest.” A three-year study of
the exchange, done by the state with two
noted University of Wisconsin agricul-
ture economists, showed that there was a

pattern of trading against interest that ap-
peared to be calculated o manipulate
price by some of the larger traders on the
Exchange.

At press time the bill was scheduled
for debatc on the Senate floor and was
expected to pass with bi-partisan support.

State Senator Alice Clausing, D-
Menominee, who is chair of the Senate's
agriculture committee, authored the bill.

The bill, Senate Bill 2, which had a
hearing last week, seemed on a fast track
1o passage with bi-partisan support until
it was derailed briefly by a fiscal estimate
this week.

An earlier fiscal estimate done by the
Department of Agriculture, Trade and
Consumer Protection, tabbed enforce-
ment of the measure at a minor $2,700.
A new fiscal note, arrived at this week by

the Department of Agriculture, Trade and
Consumer Protection estimated it will
cost $411,000 to enforce the law if it is
enacted.

The department had decided it would
take several more attorneys in its ranks
to enforce the measure. But observers say
the estimate was an obvious attempt by
the Governor, through his cabinet, to kill
the Democrat-sponsored bill,

Any expenditure over $100,000 cannot
be considered by the Senate or the
Assembly unless it first gains approval
of the Joint Finance Committee.

But if it was an attempt to kill the
bill, it was short-lived. The non-partisan
Legistative Fiscal Bureau estimated that
it will cost only $43,500 to enforce the
measure. The bill was pulled from Joint
Finance and referred back to the Senate
for consideration on Thursday (Jan. 30).
An aide in Sen. Clausing's office said
they belicve the bill will pass easily. He
also said that Clausing plans to fly to
Washington to meet with Agriculture
Secretary Dan Glickman, when Governor
Thompson and a delegation of farmers
meets with him next week.

At last week's hearing, a group of 23
of the nation's leading dairy cooperatives,
processors and trade associations joined
to oppose the legistation. "Virtually ev-
eryone in the cheese industry is opposed
to this bitl,” said Linwood Tipton, presi-

is nnwork
P.::,fr,rw:r.:rﬁ,/
tons ol its sponsor
’ aid dhe
quircments

at would be impossible o
meer THEre §s no pracdeal™vay © kam

what every potential seller is willing to
sell cheese for or every potential buyer to

pay. Every trader on the Exchange would
be at risk of severe penalties.”

Wisconsin Farm Bureau agreed with
the sponsors that the Exchange is not a
good mechanism for setting milk prices,
but that regulation of it would best be
done by the federal government.

Dave Daniels, a dairy farmer from
Kenosha and chair of the Farm Burcau
Dairy Advisory Committee said "this is a
national issue that needs to be addressed
through federal order reform.”

Danicels said that the legislation, as
currently drafted, could harm Wisconsin
dairy farmers by opening up farmer-
owned cooperatives to lawsuits for pur-
chasing cheese on the Exchange, which
could be seen at "trading against inter-
est.”

Recently three major dairy cooperatives
discussed forming a joint purchasing cf-
fort to purchase cheese on the National
Cheese Exchange with the intent © en-

hance tasmer income, Fanm Burcau satd
Senate Bill 2 could then opent these co-

See CHEESE, page 5
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 Cheese Exchange should be done at the
ederal level," Daniels told Clausing's
sommittee. "Over the last three farm
oills, the Wisconsin Farm Bureau has re-
juested Congress and the USDA to
change our federal dairy pricing system.”

~ The Wisconsin Federation of Coopera-
tives lauded the intent of SB 2, but testi-
~ fied that it is likely to "bring harm to
- Wisconsin's dairy industry because it
- would be implemented at a time when no
~ other cash market exists."

~ "The likely result of this bill is that
~ trade would be so broadly restricted — on
~an already thin market — that the National
~ Cheese Exchange could likely no longer
function,” said Will Hughes, director of
dairy policy at the WHC,

“I'hat leaves the mduostry with no vi-
~able alternative (o serve as o relerence
~price on which o base contrpcied o ne

: gotiated sales. Toconld very woll thros
~ the marketplace o chaos and huet Wis

 ronein datrv farmers

State Agriculture Secretary Alan Tracy
told the agriculture committee last week
that the bill is similar to an administra-
tive rule that was considered by his board
earlier and was rejected. His board decided
to defer consideration of the idea to the
Governor's Task Force on Cheese Pricing
which was then about to begin its work.

That task force, Tracy reminded the
legislators, considered the "trading
against interest" regulation and voted 13-
3 against it.

"The primary reason the task force
voted against the rule was the recognition
that the likely consequence of the rule
would simply be that the National
Cheese Exchange would feel compelled
to move out of Wisconsin. Task force
members felt that if regulation of the Ex-
change is warranted, it should occur at
the federal level.

“I'he task force recommended that the
governor ask the Commodity utures
Trading Commission and the Pederal
Peade Commission 1o re-evaluate therr

wrdite ihorities concerning the Na




Watching Cheese Exchange Would Cost Big Bucks

Just how much would it cost to implement
Senate Bill 27

According to the fiscal estimate prepared
by staff at the Department of Agriculture,
Trade and Consumer Protection (DATCP) and
attached to SB 2, at least seven full-time posi-
tions would need to be added at the DATCP to
implement the measures outlined in the bill.

In order to enforce the act which prohibits
“trading against interest on the National
Cheese Exchange (NCE) at Green Bay, the
DATCP believes it would have to monitor all
trading activity on the NCE for possible viola-
tions. Estimates of staffing requirements indi-
cate three agriculture auditors, two trade
practice analysts, one senior attorney and one
program assistant would be needed to carry
out the provisions of SB 2. Duties of these staff
members would include continuous monitor-
ing of cheese market transactions (including
on-site monitoring of the NCE), conducting in-
vestigations of alleged violations, investigative
report preparations, formal administrative en-
forcement actions against violators, court en-
forcement proceedings against violators, and
other administrative duties.

The two trade practices analysts would
need to be knowledgeable about the industry
and would be required to observe weekly trad-
ing activity on the NCE. They would review
traders’ reports, compile and summarize
weekly, monthly and quarterly trading activi-
ties on the futures markets for cheese, butter,
and other dairy products, as well as compile
and summarize actjvities on the spot markets
for cheese, butter and other dairy products and
onthe NCE.

The analysts would also identify suspected
plans or actions to artificially manipulate the
market price of milk or cheese. In addition, the
trade practices analysts would have to coordi-
nate their activities with those of the three ag-
riculture auditors to conduct investigations of
alleged violations.

It would be the responsibility of the anal-
ysts and the auditors to conduct financial and
statistical analyses and detailed audits of
transactions culminating in reports and recom-
mendations for further legal actions.

The attorney would be involved in the in-
vestigations and it is anticipated that two con-
current investigations would occur per year.
The department expects a number of the is-
sues involved would center around such things
as trade secrets and litigation.

The attorney would need to be able to pre-
pare a case sufficient to meet standards of
proof for antitrust case filings. Such cases are
anticipated to be highly complex and well doc-
umented for acceptance by the Department of
Justice. E

The fiscal estimate is that salaries, fringes,

Capitol
Update

A Look at
Legislation
Affecting Farmers
and Rural Wisconsin
By Joan Sanstadt

Field Editor

supplies and services for the extra personnel
would come to $411,400 per year. In addition,
there would be one-time costs projected at
$18,200 for computers and other office equip-
ment.

DATCP Secretary Alan Tracy told Agri-View
he’d instructed his staff to estimate “what it
would take to do a credible job of carrying out
that law. I asked them to be conservative,” he
added.

While SB 2 would require Tracy’s depart-
ment to carry out its provisions, Tracy says,
"The real problem with SB 2 is that it’s a state
effort to address a national problem. I'm con-
cerned that it could mislead farmers into
thinking it is actually doing something, and it
won’t. You can’t fix the national pricing system
with state legislation. All it is likely to do is
move the NCE to Chicago or somewhere else
out of state and does nothing to address the
current price or price discovery mechanism.”

On the other hand, Tracy believes the rec-
ommendations of the Governor’s Task Force
on the NCE “has some strong recommenda-
tions that, if followed by the federal govern-
ment, will fix the problem. We're diverting
people’s attention from something that can get
right to the heart of the matter (the task force
recommendations) to a futile sideshow.

“Passing SB 2 won’t change anything in
terms of national pricing or the current price
situation. There is nothing we can do that will
change the current price situation, but we can
have an impact on the national pricing mecha-
nism that does need an overhaul.”

Assembly ag committee on the NCE

In an early morning executive session, the
Assembly ag committee, chaired by Rep. Al Ott
(R-Forest Junction), unanimously passed two
Assembly joint resolutions (AJR) dealing with
the pricing of milk, the NCE, and the futures
market. Rep. Ott is the lead sponsor for both
AJR 5 and AJR 14.

A total of 39 state representatives and 15
senators indicated their support of AJR 5 by
signing on as cosponsors. Thirty-three repre-
sentatives and 11 state senators are cosponsors
of AJR 14.

AJR 5 urges the USDA and secretary Dan
Glickman “to cease using the market activities
of the National Cheese Exchange in determin-
ing the Basic Formula Price for manufacturing
milk and to instead establish a broad-based
formula that more accurately represents mar-
ket conditions for milk in establishing the
Busic Formula Price.

AJR 14 asks the Commodities Trading Com-
mission and the Federal Trade Commission to
examine and reevaluate the extent of their reg-
ulatory authority over the National Cheese Ex-
change, including the need for any neecessary
regulatory revisions, for the purpose of extend-
ing federal oversight to the exchange.

At deadline, Agri-View learned that the As-
sembly took up both AJR 5 and 14, passed them
unanimously, and messaged them immediately
to the Senate. According to reports, majority
leader Chuck Chvala (D-Madison) plans to take
up the resolutions on Thursday, Jan. 30.

It appears the Senate did not debate SB 2
on Tuesday. Instead, the bill was sent to the
joint finance committee (JFC) because of its
fiscal note. JFC is required to scrutinize mea-
sures involving expenditures of large sums of
money. Utility merger on hold

The expected decision by the Public Serv-
ice Commission on the proposed merger be-
tween Wisconsin Energy Corporation and
Northern States Power Company was put on
hold last week when the Citizens Utility Board
(CUB) and an environmental group obtained a
court order from Dane County Circuit Judge
Mark Frankel. Judge Frankel ordered state
regulators to investigate allegations that PSC
Commissioner Daniel Eastman is trying to ben-
efit, personally, from the merger and that East-
man had illegal contact with Wisconsin Energy
officials. Wisconsin state law prohibits com-
missioners from directly discussing a con-
tested case with utility officials and others.

Merger opponents filed sworn statements
from former PSC Commissioner Scott Neitzel
and Madison Gas & Electric official Mark Wil-
liamson that they heard the Governor’s chief of
staff, John Matthews, say Eastman wanted to
profit personally from the merger.

An outside investigator is expected to con-
duct the investigation.

Environment and deregulation

Last week’s Madison conference to address
the environmental impacts of electric utility
deregulation came right in the midst of the
PSC controversy. Senator Alice Clausing (D-
Menomonie), who last year headed up a Senate
select committee on deregulation, was the clos-
ing speaker.

“I'm always concerned about changes, and
up to now I haven't seen a need to change
she told the

"
i

assembled group of environmen-

talists and industry officials. “The whole issue
(of utility deregulation) makes me think of a
steam roller just rolling along. That will be dif-
ficult to stop. Just because some states did a
poor job of planning their energy needs
doesn’t mean Wisconsin citizens should be told
we need to get on the bandwagon. We can
change it, but everyone must be involved.”

Senator Clausing said she expects the pro-
cess toward deregulation “will continue,” but
during that process “we need to protect the en-
vironment and look at energy conservation
measures. Ratepayers finance these plans that
investors are profiting from.” .

Another concern, the senator continued “is
about the large number of transmission lines.
Four of the five counties in my district are ad:
jacent to Minnesota, and utilities want to send
transmission lines across the St. Croix River.” .

On the issue of the proposed merger be-
tween Wisconsin Electric Power Company
(part of Wisconsin Energy Corporation) and
Northern States Power, the lawmaker also had
an opinion: “I don’t get it,” she said. “I thought
the whole issue was one of competition.” )

Urging citizens to become educated about
utility deregulation issues, Senator Clausing
concluded her carefully timed remarks with;
“I'm not convinced it all has to happen - yet. If
it does, it should be a slow process.” :

UW-Extension chancellor resigns

The controversy over hiring a high-salaried
assistant has led to the resignation of UW-
Extension Chancellor Donald Hanna. The tim-
ing of the incident couldn’t have been worse.
University of Wisconsin System officials will
soon be asking lawmakers to approve their $5.3
billion biennial budget.

Several weeks ago it became known that
Hanna had agreed to hire Roberta Gassman, a
former assistant to Dane County Executive
Rick Phelps, who is not seeking reelection.
The problem arose when it was learned the ad-
vertised position had been for $22,000 less than
what Gassman will earn.

When the job description was changed in
the middle of the hiring process, university
procedures call for the position to be reposted.
It was not.

State Rep. DuWayne Johnsrud (R-Eastman)
lost no time in sending off a letter to the co-
chairs of the legislative sudit vommittee,
asking the committee to conduct a hiring prac-
tices audit based on “the flagrant disregard of
established rules by the chancellor.*

The rural lawmaker said he views “this ac-
tion as cause for a cool reception in the Legis-
lature when the UW comes around fishing for
pay raises. The ability of Extension to hire in-
dividuals at tens of thousands of dollars above
the advertised range shows that they truly are
not in the financial crunch they claim to be.”
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Ray Mueller pholc

FOX VALLEY AREA FARMERS listen to a recent presentation by the American Raw Milk Producers
Pricing Association at St. Mary's Church in Kaukauna.

Dairy farmers on their own

B Area farmers hear plea
from members of a new milk
marketing group

By Ray Mueller

Post-Crescent correspondent

KAUKAUNA - Mary Lippert
criticized everything from dairy
cooperatives to public officials and
international trade agreements to a
state program as she made an
impassioned plea to over 40 area
dairy farmers to join the American
Raw Milk Producers Pricing As-
sociation Inc. as the agency to price
their raw milk.

Lippert, an. ARMPPA director
from Waunakee, suggested farmers
have become “indentured ser-
vants.”

“The milk takers have no alle-
giance to you,” Lippert said. “Their
allegiance is to those they sell the
product to.” She noted dairy farm-
ers receive $13 per hundred for
fluid milk that sells for up to $36 in
supermarkets.

“Dairy cooperatives handie 80%
of the milk but they will not work
together,” Lippert said. “They want
to put the other ones out of busi-
ness. In-the process, they will put
farmers out of business. And the
large corporations pit us against
every farmer in the world. They sit

in the middle and charge us both

ways.”

“You have been told to ‘be more
efficient’ by the universities,”
Lippert said. “But I see your knees,
backs and hands. Take a look at
your hands. We should all make
Xerox copies of our hands and put
them into a book as a sign of how
we’re being put into slavery.”

“If you think the state govern-

ment is not responsible, as Gov.
Tommy Thompson says, then the
federal government wants to put
you out of business. It has been
doing so for 30 years.”
- “Thompson wants to do every-
thing for everybody else in the state
but not for dairy farmers,” Lippert
said. “He takes money from Kraft
Foods, Oscar Mayer and Miller
Brewing. Boycott these people.
Don’t buy their stuff,”

“Your strength is in your prod-
uct, but not individually,” Lippert
said. “You must be like a herd of
cows that comes together for
defense when attacked by flies.

“The co-ops and the state and
federal government just shuffle us
aside,” Lippert said. “We as farm-
ers have to do this ourselves; $20

per hundred for milk would be like
goine ta heaven ”
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“Your strength is in your
product, but not individually.
You must be like a herd of cows
that comes together for defense
when attacked by flies.”

MARY LIPPERT
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But Lippert fears the numbers
are heading the opposite way. She
referred to projections that under
the new provisions of the General
Agreement on Tariffs and Trade
“you will have to produce milk for
$7.41 per hundred to survive.

“What are dairy farmers worth?”
asked dairy farmer Ron Klieben-
stein of Darlington, one of seven
interim directors of ARMPPA. “At
a meeting in Bloomington, some
dairy farmers said they would sell
milk for $14.50. 1 said they need to
look at the expertise they have, the
weather, disease and breakdowns.
We're worth more than $14.50.”

“Farmers ~have developed a
mindset that they cannot price
their own farm products after being
told that by others for many years,”
Kliebenstein said. “It’s been bred
into us but we have to change that
mindset. We have to believe we can
doit.”

Kliebenstein is confident, how-
ever, that two inherent traits of
farmers will serve to make them do
something about milk pricing
today. “In extreme adversity farm
communities come together,” he
said. “Is this economic crisis any
different? It is the economic death
of family farms.”

Citing a prediction from Wis-
consin’s Dairy 2020 Council that
state dairy farm numbers may fall
to 8,000 by 2005 (from nearly
25,000 today), Kliebenstein sug-
gested the 1996 dairy farmer
recruiting trip to California led by
Wisconsin Secretary of Agriculture

Alan Tracy means “Wisconsir
must need more milk. But the:
went to California because Cargill
ConAgra, ADM and Philip Morris
will be making money off this
They're striving to own the dair
industry lock, stock and barre
from start to finish. They neec
these California people to maintair
their processing industry.”

“The dairy farmers from Califor
nia most interested in coming tc
Wisconsin are in the dairy pre
serves of the Chino Valley east o
San Diego and Los Angeles,
Lippert said. “They have 40- to 80
acre cow lots and average herds o
900 cows. They survive on volum«
if they can clear $1 per hundrec
with 900 cows. But now they car
sell their land for up to $150,00(

er acre. So they could be wortl
g 19 to $20 million. They have t
invest or be taxed.

Kliebenstein added “they’ll bur
land for $1,000 to $2,000 per acr
near large cities here and repeat the
process.”

“We want to sign up 20% o
Wisconsin’s dairy farmers befor
we announce a price,” Kliebensteit
said. “We have talked to abou
1,000 dairy farmers at our first 1
meetings. They realize we have :
problem. But 50% to 75% of thes
(and those attending up to 15 mor
meetings by mid-February) mus
sign on. You must sell it.”

“We have about one-third of ou
needed support now,” addec
ARMPPA director John Kinsman.




E State lawmakers unveil
measures that would take
the Cheese Exchange out of
the equation

By Bob Vitale

Post-Crescent Washington Bureau

WASHINGTON - After meet-
ing for more than an hour Tuesday
with Wisconsin dairy farmers, law-
makers and state officials, Agricul-
ture Secretary Dan Glickman said
he’s committed to changing a fed-
eral milk-pricing formula “that
does not seem to be very fair.”

Glickman, whose agency al-
ready has begun taking public com-
ments on potential changes in the
way it sets the prices dairy farmers
nationwide receive for their milk,
said he agrees with Wisconsin con-
cerns that Green Bay’s National
Cheese Exchange exerts too much
influence in the formula.

“We've indicated our desire to
move away from that method,” he
said of the current formula, which
relies heavily on an exchange many
charge is manipulated by big
cheese producers whose aim is
keeping prices low.

“The goal is finding a different
method of (setting) the price of .
milk in this country.”

Although Glickman hasn’t
always been viewed as a friend to
Wisconsin dairy farmers — he ap-
proved a price-setting alliance last
year that lets six New England
states separate themselves from the
national system — his pronounce

Please see CHEESE BACK PAGE
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MADISON — The state Senate
passced a bill Thursday to give the
state some regulatory authority over
the National Cheese Exchange, the

national cash trading market for bulk

cheese in Green Bay. The bill was
developed to aid dairy farmers after
milk and cheese prices began falling
last year.

Senator Alan J. Lasee (R-De Pere),
a cosponsor of the bill, said state over-
sight is critical because the National
Cheese Exchange is not currently reg-
ulated at the state or federal level.
Lasce said that the State Legislature
needs to send a strong message to the
federal government that farmers have
its support.

"The National Cheese Exchange is
incredibly powerful,” Lasee said.
"Although the Exchange deals with
only a tiny fraction of the national
cheese oultput, it is used to price vir-
tually all of the wholesale cheese sales
in the country. Even the USDA uses

exchange prices when figuring price

supports.”
"As a result, the Cheese Exchange

m:mﬁm approve
e exchange bill

is an unregulated market that also
directly affects the price that dairy
farmers receive for their milk," Lasee
continued. "It is so small that it can
be easily influenced by traders.”

The bill is designed to halt "trading
against interest” at the National
Cheese Exchange - selling for less
than what could have been received
on the open market. The bill would
prevent exchange members from buy-
ing and selling cheese for the purpose
of lowering milk prices. It also allows
the state Department of Agriculture to
develop rules to enforce insider trad-
ing in the Cheese Exchange.

Lasee pointed out, however, that
action needs to come from the federal
level.

"The state can try to put a halt on
insider trading practices,” Lasee said.
"But the final decision to cease using
the National Cheese Exchange price in
determining the basic formula for milk
rests with the federal government.”

The bill moves to the Assembly for

further action.
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- USDA urged to reject
Green Bay prices

By FRANK/A AUKOFER
of the }oumal Sentmel staff

Washington —
iny National Che
ontmues t@ get
At the behest
ipecter (R-Pa.), th
rassed a resolutio
~ ressing its opinio

~ hange should not t
~etmilk prices.

orce of law, passed overwhelm-
ly. Both Wisconsin senators,
mocrats. Herb Kohl and Russ
ingold, were co-sponsors of
neasure and voted forit.

he resolution calls on the
tary of agriculture to imme-
ly address a decline in milk

‘market should be created

156 hlS‘

The “sense bfk the Senate” res- |
lution, which does not carry the

s by repiacmg the Natlonal '

:cesc

under the supervision of the us.

Commission.

the cheese bought and sold na-

Bay exchange, the U.S. Agricul-

: gmﬂk prices.

to issue a decision Feb. 27 on

~basic formula price milk con-
tracts on New York’s Coffee,

Commodity Futures Tradmg ~

Although only about 2% of
tionwide is traded on the Green

~ture Department currently uses |
its weekly closing price for | S

| cheese as a major component in. _need to do is find

| determining the minimum price

| farmers around the country re- |

| ceive for their bulk milk. e

| Gov. Tommy Thompson and

~- | members of the Wisconsin con-
o | gressional delegation have been
- | lobbying Agriculture Secretary |
iry | Dan Glickman and the Com- |
modity Futures Trading Com- |
mlssmn to broaden the criteria

,and Kohi along thh Sen :

, east Dau‘y Cﬂmp

The' commission is scheduled‘

whether to permit the trading of

- Sugar and Cocoa Exchange. That

would les‘ske'_n, the influence of the
National Cheese Exchange. -
“I'm pleased that the Senate

| expressed in the clearest and
- most bipartisan voice its support

for de-linking the cheese ex-
change from farmers’ milk pric-
es,” Kohl said in a statement.
”Uihmately, however, what we
, alternative

In a related actmn, Femgo;d

d

lows six New England states to
fix prices for that regxon s dairy
producers

campact whlch was a last
ute addition to the 1996
Bill, depresses already 10w 1k
prices for dairy farmers in other
regions of the country.
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Cheese exchange bill moves forward,
-author _o_mq:mm governor for delay

_smn_mo:

- The author of a bill prohibiting
ﬁmaEm against interest on the
National Cheese Exchange said the
& Wisconsin Legislature could have
acted on the rule a year ago at a con-
siderable cost savings, but Gov.
Tommy Thompson prevented it.

Sen. Alice Clausing, D-
Menomonie, introduced Senate Bill
2 calling for regulation of trading
practices and prohibiting price

‘manipulation on the NCE.

The bill moved another step for-

* ward when it passed the Senate with

a 28-5 vote on Jan. 30. It must pass
the Assembly before advancing to
the governor.

Sen. Clausing said a year ago,

when a University of Wisconsin-

Madison study came out saying
price manipulation was possible on
the NCE, the Department of
Agriculture, Trade and Consumer
Protection proposed an administra-
tive rule draft containing the same
language as SB 2. She said the gov-
ernor stopped the rule from passing

and mozamm the Governor’s Task
Force & Cheese Pricing,.

“So a year ago we could have
acted on this, but the governor came

in and blocked it.” she said. “The

governor was an ogoaoamﬁ He’s
cmma @mwm:a on’ a:m for a whole
year.”

The last time the bill was intro-
duced, the fiscal estimated cost was
$2,700. The original fiscal estimate
of SB 2 was $411,000, Sen.
Clausing said. She said “it was an
inflated estimate. The intention goes
back to the governor and the ag sec-
RQQ (Alan Tracy) to torpedo the
AG »

dﬁ original estimate meant the
bill would have to go m:o:%r the
Joint Finance Committee since the
fiscal estimate was more than
$100,000. Sen. Clausing requested a
new estimate that came through at
$43,500, allowing the Senate to vote
on the bill last week.

“The bill did pass and I believe it
will send a sound wave across the

nation on milk n:nEmu: Sen.
chmsmga

Many critics say the issue of fair
milk pricing should be a federal
issue. “Absolutely not,” Sen.
Clausing responds. “We Eﬁ state)
have the authority for enforcement.

. There is authority at the state
_o<o ” under the fair trading statute.

She identified two issues neces-
sary for fair milk pricing in
Wisconsin: campaign finance
reform and 'changing the state’s agri-
cultural secretary from a moéBoT
appointed position.

“Money is power,” she said. “We
must start reforming so the DATCP
is not influenced by those who con-
tribute to the governor’s campaign.”

Sen. Clausing said she is com-
mitted to driving NCE reform and
fair milk pricing and insists on trav-
eling to Washington, D.C., this week
when Gov. Thompson and a delega-
tion of Wisconsin farmers meet with
U.S. Agriculture Secretary Dan
Glickman.

Although she said the governor

‘invited the Assembly Agriculture

Committee chair, but did not invite
her, the Senate Agriculture

Committee chair.

“It doesn’t matter if I’'m invited
or not,” she said. “I’ll be there. ... |
don’t wait for an invitation to the
dance. I feel it’s absolutely necessary
for the Legislature to be there. .
H?magnumma&_wworommamﬁu
mit.”

“Three out of five farms go out
of business every day,” she said, and
noted if this happened at the GM
plant in Janesville, the governor
would be right there. “But where has
the governor been?”

Sen. Clausing has no faith in the
Govemor’s Task Force on Cheese
Pricing, set up following the study’s
release. “They had a year and it turns
out to be a partisan trip to
Washington,” she said, referring to
the fact that task force members are
meeting with Mr. Glickman this
week.

Commenting on the bill’s
chances to move out of the %BE%
she said, “How can you vote against
motherhood and farmers?”

—Janelle Thomas
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MILWAUKEE

Firefighters discover
dismembered body

A dismembered body was found
by firefighters responding to a
report of rubbish fire in a westside
alley, police said.

" “It was charred and burned,”
Deputy Inspector Ramon Galaviz
said of the body that was discoy-
ered Wednesday shortly after 9
p.m.

The gender of the victim was
not disclosed and police declined

G.B. exchange may

A report says a federal
commission will decide Feb.
27 whether to allow milk
contracts on the Coffee,
Sugar and Cocoa Exchange

MILWAUKEE (AP) - Market
shifts affecting dairy farms could
be less severe if the government
allows a New York exchange to
deal in basic formula-price milk
contracts, a Wisconsin agricultural
official says.

A state delegation, meeting
Wednesday in the nation’s capital
with federal officials, learned the
Commodity  Futures Trading
Commission will make a decision
on the proposal Feb. 27, the
Milwaukee Journal Sentinel report-
ed in today’s editions.

The CFTC may allow the trad-
ing by the Coffee, Sugar and Cocoa
Exchange. That would provide a
bigger market for setting milk
prices, reducing the influence of
the National Cheese Exchange in
Green Bay.

Dairy farmers would benefit,
said Bill Oemichen, an administra-
tor of the Wisconsin Department
of Agriculture Trade and
Consumer Protection.

Contract trading could cushion
farmers against abrupt fluctuations
in market prices, he said.

“It would be the best way to
determine the milk price based on
what is actually happening in the
marketplace,” Oemichen said.

Dairy farmers, worried about a
decline since September in the
price paid for their milk by dairies

and cheesemakers, argue the Green
Bay exchange has too great an
impact on the price formulas of the
U.S. Department of Agriculture.

The CFTC “is sympathetic to
your situation and your quest to
find a- true price discovery
method,” commissioner John E.
Tull Jr. told the Wisconsin delega-
tion. .

The  group included Gov.
Tommy Thompson and state
Agriculture Secretary Alan Tracy.

Tull declined to speculate
whether the five-member commis-
sion would approve trading in con-
tracts.

The commission might refuse if
it determines the Green Bay
exchange is unduly susceptible to
price manipulation, he said.

tn ral

face competition

Price increase won’t stop reforms

MADISON (AP) ~ After
suffering through a steep drop
in milk prices last fall, farmers
are seeing a slight price rise
while pushing the govérnment
to change what they consider
an unfair price-setting system.

News Wednesday that the
price paid to farmers rose 60
cents, from $11.34 per hundred
pounds in December to $11.94
in January, came a day after
Wisconsin politicians  told
Agriculture Secretary Dan
Glickman at a meeting in
Washington that they want the
milk-pricing system changed.

It was the first price increase
since milk hit a record high of
more than $15 per hundred
pounds in September, and then
began to decline to
December’s low.

The outlook for improving
prices is unlikely to halt efforts
to dump. reliance on the
exchange, but it may slow it,
University of Wisconsin econ-
mist Ed Jesse said.

But Sen. Herb Kohl, D-Wis.,
said he would continue to press
action by Glickman on the
exchange.

LEwy
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Senate votes
to alter milk"(

pricing polic;{l ‘/4

"WASHINGTON (AP) - In a
bid to prop up slumping dairy
prices, the Senate urged the Ag-
riculture Department on Thursday
to stop using a cheese market in
Wisconsin in calculating the base
price of milk.

USDA announced in January
that it was considering doing that.
Farmers allege that cheese manu-
facturers have manipulated the
National Cheese Exchange in
Green Bay to drive down prices.

The department sets a monthly
floor price for dairy products based
on sales of unregulated milk in
Minnesota and Wisconsin, includ-
ing those at the cheese exchange.

In a resolution that passed 83-15
Thursday, the Senate said “there is
a strong sense of financial crisis in
the dairy industry.” The resolution
said the cheese exchange should be
dropped immediately from the
USDA price formula.

The exchange accounts for 1% of
the cheese sold in the United States
but influences the price of 95% of
‘the country’s commercial bulk
sales, according to the resolution.

Meanwhile, Sens. Herbert Kohl
and Russell Feingold, both D-Wis.,
and Rod Grams, R-Minn. intro-
duced legislation to block the six
New England states from fixing
dairy prices in their region.

Acting on the 1996 farm law,
Agriculture Secretary Dan Glick-
man decided last year to allow the
states to form a price-setting com-
pact. His action has been chal-
lenged in court by the Milk Indust-
ry Foundation, and a federal judge
has given the department until
March 20 to justify the decision.

“We hope that the courts will
strike down this price fixing
scheme,” Feingold said. “However,
we still have a responsibility to try
to repeal it, and that is why we are
«l introducing this bill.” ‘
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National Ormm.mm Exchange a hot

EAU CLAIRE

Members of the Wisconsin Farmers
Union met in Eau Claire on Saturday
(Feb. 15) for their 66th annual state con-
vention, when they took positions on is-
sues affecting agriculture and rural Wis-
consin.

Senator Alice Clausing (D-Menomo-

nie) and Representative Al Ot (R-Forest
Junction) spoke to a crowd of about 250
deleg: Both pr ations emphasized
Senate Bill-2, which prohibits trading
against interest on the National Cheese
Exchange. The bill passed the Senate
with a vote of 28-5 and is now in the
hands of the Assembly. Clausing, who is
also Majority Caucus secretary and chair
of the Agriculture and Environmental
Resources Committee, said, "Follow the
money,” regarding the debate over the
National Cheese Exchange. She said
large financial contributions have been
made to the Governor and opponents of
-SB-2 by Phillip Morris, which owns
Kraft Foods, a major trader on the NCE.

Clausing continued, "Wisconsin does
have the authority to regulate the NCE.
Why doesn't the Governor take action to
support this bill?" s

Clausing confirmed what the WFU bas
been saying publicly, that the votes for
passage are in the Assembly. However,
the bill was sent to the Joint Committee
on Finance to "bury” the bill while the
state budget bill is debated.

During Ott's presentation, WFU Presi-
dent Bill Brey, of Sturgeon Bay, led off
the questions by asking why SB-2 was
not referred to the Assembly Agriculture
Commiuee. Brey stated, "Wisconsin has
a responsibility 1o take the leadership on
this issue and stand up for its dairy fann-
ers,

Brey also presented Ot with a packet

af netitiong fram delooates demanding

SENATOR ALICE CLAUSING

that SB-2 be sent to the Agriculture
Committee for a public hearing. Ott re-
sponded by referring 1o the dispute over

_estimates about how much the bill will

cost to implement and enforce.

Ott's comment brought an immediate
reaction from St. Croix County dairy
farmer Dennis Rosen, who said, "We
have to talk about price for milk. Wis-
consin has to care about its own dairy
farmers." He reminded Ot that farmers
are forced daily to go out of business be-
cause 'they are not getting their fair share
of the state's economic pie.

WFU delegates were not satisfied by
comments that there is nothing Wiscon-

sin can do because milk pricing is a fed-

eral issue. The WFU position is that ac-
tion must be taken on both the state and
federal levels to change the cheese ex-
change and reform the milk pricing sys-
tem. )

Vernon County dairy farmer Darin Von
Rudin asked, "Why isn't state govern-
ment standing up for the producers
aoaing the neocessars”? The techanloey

exists. to obtain the information that
$B-2 demands from traders on the Na-
tional Cheese Exchang

Ott stood by his position that Wiscon-
sin is not the proper place for the debate
over the cheese exchange and milk prices.
He left little hope that SB-2 will be sent
to his committce anytime soon. Brey
made a commitment that "the fight for
SB-2, changing the cheese exchange, and
reforming the milk pricing system wiil
continue and will be successful.”

The convention also featured a panel of
representatives from six major agricul-
tural organizations: the participants were
Russ Weisensel of the Wisconsin Agri-
Business Council; Bill Wenzel of ‘the
Wisconsin Rural Development Center
(WRDC), Ron Statz of the National
Farmers Organization (NFO), John Man-
ske of the Wisconsin Federation of Co-
operatives (WFC), Roger CIiff of the

- Wisconsin Farm Bureau Federation

(WFBF), and David Nispel of the Wis-
consin Farmers Union (WFU).

It was not surprising that all six orga-
nizations found a great deal in common.
As so often stated, there are fewer and
fewer farmers in Wisconsin. It is impera-
tive that all of the organizations and their
members work together. .

Russ Weisensel and Roger CHff
stressed the property tax and use-value
law. All of the organizations signed the
Friend of the Court Brief to support the
use-value law.

Senate Bill-2, prohibiting trading
against interest on the National Cheese
Exchange, brought about disagreement.
The WFU, NFO and WRDC all have
signed on and testified in support of the

WISCONSIN STATE FARMER

BILL BREY

bill. The other three groups disagree, but
do agree that federal action is required.

Some of the other major -issucs the

groups are working on are: nonpoint-
source pollution, pesticides administra-
tive rules, environmental issues such as
whole-farm planning, and campaign fi-
nance reform. One of the major issues to
confront the 1997-1998 legislative ses-
sion is land-use planning.

WFU members adopted over 30 resolu-
tions ranging from health care (o the Na-
tional Cheese Exchange to campaign fi-
nance reform.

Among the most significant resolu-

tions adopted were:

1. Cheese/Milk Pricing - The WFU

‘proposes that the USDA should provide

oversight of the National Cheese Ex-
change. The President should issue an
executive order directing the Commodity
Futures Trading Comumission (0 assume
oversight responsibilities for trading ac-
tivities on the National Cheese Ex-
change. The President should issue an
executive order which includes a federal
rule prohibiting trading vm&:ﬁ. interest
on the National Cheese Exchange. The
Basic Formula Price must be changed to
ensure that dairy producers receive the
true value for their product by incorporat-
ing the producer’s cost of production in
the formula. The USDA should immedi-
ately investigate other factors to be in-
cluded in any Basic Formula Price used
for determining milk frices. The Wis-
consin Legislature should pass legisla-
tion prohibiting trading against interest
on the National Cheese Exchange. Fi-
nally, the U.S. Congress should pass
legislation to require reporting of cheese
prices. .

2. Land Use Planning - WFU en-
dorses the recommendations of the state
Interagency Land Use Council contained
in its July 1996 report, and strongly
supports legistation that gives town gov+
ernments equal power in land-use plan-
ning and annexations.

3. Volume Premium Pricing - Wis-
consin has an existing permanent admin-
“strative rule prohibiting the payment of
unjustified and itlegal volume premiums
for milk. The WFU historically has op-
posed the payment of unjustified and il-
legal volume premiums by dairies and af-
firms the resolution adopted at its 1996
annual convention opposing such vol-
unie premiums,

FEBRUARY 21, 1997

topic at WFU convention
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4. Electric Utility Deregulation —
WFU encourages the Wisconsin Legisla-
ture and the Wisconsin Public Service

~ommission to conduct statewide public

hearings on the current clectric utility
deregulation plan, the Coalition's pro-
posal, and the general subject of electric
utility deregulation.

Re-elected were Brey as president and
Janet Nelson as vice president.

Newly elected board members were Sue
Beitlich of Stoddard and Craig Myhre of
Osseo; Dirk Mulder of Holmen was re-
elected (o a third term. Carryover direc-
tors are Brey (of Sturgeon Bay), Nelson
(of Prairie Farm), Dennis Rosen of
Emerald, Rolf Anderson of Cadott, Rich-
ard Keller of Mount Horeb?and Gerald
Jaeger of Campbellsport.

Twenty-three youths were presented
with the Torchbearer Award. Listed with
their county of residence, they are: Co-
reen Schuebel ~ Barron; Gina Duncanson
- Buffalo; Chad Seichter and Nathan
Danielson — Chippewa; Brian Annen,
Michelle Gross, Sara Miller, Jason
Retrum and Laura Benson ~ Dane; Bar-
bara Jacobi — Marathon; Sara Brunner,
Alan Lamphere, Mary Radle, Melissa
Richardson and Jason Hayden — Pepin;
Casey Hahn, Mary Henke, David Rosen
and Lisa Voeltz — St. Croix; and Mandy
Clarkson, Rina Doberstein, Kristen Kal-
mon and Jeremy Pernsteiner — Taylor.

Wisconsin Farmers Union is a non-
profit general farm and rural organization.
It represents family farmers and rural res-
idents, addressing problems such as fed-
eral and state farm legislation, medical
care, cooperative business development,
and public education.




Fair MIIK FrICe ACL MUSL Pass ASSenivly

A commentary by Darin VonRuden,
President of the Upper Midwest Milk
Producers Association, member of the
Cheese Exchange Task Force and dairy
Jarmer.

As a working dairy farmer, T have been

. disheartened by the partisan nature of the
debate on Senate Bill 2, The Fair Milk
Price Act, and other farm policy matters

" facing the legislature.

No, I am not talking about fighting:
between Democrats and Republicans, 1
am speaking of politicians aligned with
the dairy farmers of Wisconsin and those
who are carrying the water for dairy
processors like Kraft and agribusinesses
in general. :

The events of the past few months
have led me to conclude that, although
all politicians say they are pro-farm,
some are stabbing us in the back.

1. Last spring a University of-
Wisconsin report came out and confirmed
the long-held suspicion of dairy farmers,
that we were being ripped off by Kraft
and their friends at the National Cheese

" Exchange (NCE). In response, Wisconsin
Secretary of Agriculture, Alan Tracy,
called for strict oversight of the NCE.
That was until Governor Tommy
Thompson ordered the proposal tabled
and convened a task force to "study" the
cheese scandal.

2. The task force was a diversionary

- tactic at best. With overwhelmingly
 more votes on the body from Kraft, the
NCE and other dairy processing interests,
farmers called the task force, "a scam"”
and "the fox watching the chicken coop”.
In reaction, a few more farmers were
added (still in the minority). This.body
then voted against the interest of farmers
(surprise) and against any state regulation
of the National Cheese Exchange.

3. This January, Senator Alice
Clausing (D-Menomonie) introduced SB-
2, a tough law that would closely
monitor the NCE and prevent price
manipulation. Even though the bill is
molded after the Ag department's own
proposal, Secretary Tracy testified against
the bill. In an attempt to prevent its
passage, the department even claimed it
would cost over $411,000 to administer
the law. A reanalysis by the nonpartisan
Legislative Fiscal Bureau set the ccst at
$43,500!

4. 1 want to thank my own Senator,

- past Senate President, Brian Rude (R-
Coon Valiey), for cosponsoring the bill
and eloquently speaking on its behalf. It
passed with an overwhelming majority of
support from both parties.

2[21(41

Darin Von Ruden

Now on to the Assembly for expected
passage, right? Think again. The bill has
been hijacked by the leadership in the

*Republican party. Governor Thompson
- and Alan Tracy lost their attempt to
* derail the bill in the Democratically -

controlled Senate, but they have control
of the Assembly and know how to use it

After the bill passed the Senate and
moved to the Assembly, Speaker Ben
Brancel (R-Endeavor) referred SB-2 to the
Joint Finance Committee headed by
fellow Republican and past Thompson
aid Scott Jensen (R-Waukesha) (the two
most powerful members of the
legislature). Jensen has publicly stated
that he will not hold a hearing on the bil
at this time.

‘Meanwhile a companion b111
introduced by Thomas Springer (D-
Mosinee) is bemg held by ‘Assembly
Agriculture Chairman, Alvin Ot (R-
Forest Junction). ;

- Without a hearing by Joint Finance or
the Ag Committee our hope to put an
end to the hanky-panky on the NCE is
dead! These four Republican leaders are
siding with the agribusiness-lobbyists
that are robbing hardworking dairy
families and shutting them down. =~
- Please join me in the state Capitol on

February 26 at 9:30 a.m.

We have a message to send to Mr.
Thompson, Brancel, Jensen and
Ott...Don't mess with the farmers of thit
state! We are the largest industry in
Wisconsin and support thousands of jobs

_ off the farm. When it comes time for re-
- election, we are going to organize like

never before.

We have the ma}omy of members of
the Legislature in both parties supportin
us. We'can't afford high-priced lobbyists
and large campaign contributions. But w
do vote, and our friends, families and
supporters vote. This is still America’s
Dairyland. Don't sell us out!

Wi dzie o




‘Dairyland’ Reputation

Takes Another Blow, -
Exchange Chief Asserts -

The announcement that an associa-
tion of cheesemakers wants to replace
~the National Cheese Exchange repre-
sents another blow to Wisconsin’s reputa-
tion as America’s Dairyland, the
president of the exchange said Friday.

The National Cheese Institute said it
was seeking bids for a cash market in Chi-
cago or New York to replace Green Bay’s
weekly National Cheese Exchange. The
Chicago Mercantile Exchange and New
York’s Coffee, Sugar & Cocoa Exchange
are preparing bids at the institute’s re-
quest and hope to be operating in May.

The Commodity Futures Trading
Commission announced last week its ac-
ceptance of a plan by the Coffee Sugar
and Cocoa Exchange to deal in milk fu-
tures contracts. Many farmers argue that
the National Cheese Exchange has a dis-
proportionate amount of influence in set-
ting the monthly Basic Formula Price
(BFP)that farmers are paid for their milk
by dairies and cheesemakers. The USDA
sets the BFP using the cheese exchange
price as a factor. Because cheese absorbs
surplus fluid milk, economists consider it
an accurate barometer of the base price
for milk.

The National Cheese Institute mem-
bership includes the nation’s large
cheesemakers and processors. It also
counts smaller cheese businesses as
members. The institute is part of the In-
ternational Dairy Foods Association.

Richard Gould, president of the Na-

tional Cheese Exchange, said efforts by
the cheesemakers to find new cash mar-

kets are linked to a bill before the Wis-

consin Legislature to regulate the
exchange.

Gould called the measure “so onerous
that no sensible company or co-op would
even attempt to trade 'on the exchange...It
is just an attempt to close down the ex-
change. The industry has found the at-
mosphere in Wisconsin is so hostile, they
want to get out.”

The bill has been approved by the
state Senate.

“Putting the cheese exchange out of
ex1stence is not gomg to improve the
farmers recelve for their miik.

- exchange, and require reports to govern-

i-Viw 3lelqT

But loss of the exchange, which has
operated more than 45 years, would be a
blow to Green Bay’s prestige and Wiscon-
sin’s reputation as America’s Dairyland,
said Gould, a Green Bay attorney and
president of the exchange since 1960.

The exchange meets briefly once a
week and deals in less than 2 percent of
the nation’s cheese trade.

Criticism of the exchange escalated
into pickets and demonstrations demant
ing some action by polltlmans in recent”
months as raw-milk prices fell from more
than $16 per hundred pounds last Sep~ %
tember to just over $11 in January.

A University of Wisconsin study ac-
cused Kraft Foods Corp., a major cheese
buyer on the exchange, of artificially de-
pressing prices by dumping its own
cheese into the bidding.

Kraft and the exchange denied wrong-
doing. The Federal Trade Commission re-
ported last year it found no sign of
antitrust violations.

The bill in the Legislature would pro-
hibit, among other things, simultaneou
cheese buying and selling off and on th

.

%
z
i
5
¥
%
3

ment that members consider proprietary
and onerous.

“Not only does moving the cash mar-
ket get us out of a hostile environment, it
provides us with some very needed tools
to help manage our business through
price volatility,” said Michael Mudd,
Northfield, Illinois, vice-president of cor
porate affairs for Kraft USA, referring. t:
the futures market.

Establishing a new market is not
going to change price volatility. Nor is it
necessarily going to lead to higher prices,
he said.

“Supply and demand have always de-
termined prices. The key difference is
that there has not been an effective tool
to deal with volatility,” he said. :

Gould said the exchange we}comecﬁ%
federal regulation by the Commodity Fu- -
tures Trading Commission and advocated -
reforms that would have the exchange’s :
cheese prices removed as a factor the .
federal government uses in setting the

basic formula price for milk.

B s e

Bowowou ok oa By o










- Milk prices have begun to rebound in recent weeks

By Dan Wilson
Post-Crescent staff writer

Despite criticism that the
National Cheese Exchange is being
manipulated to keep milk  prices
low, the prices of dairy products
have shown surprising strength in
recent weeks and signs point to a
possible rebound.

Dairy farmers had protested
against the exchange, saying it was
easily manipulated by major play-
ers, such as Kraft General Foods.

Exchange cheese prices are used
to form the base price farmers are
paid for their milk.

After reaching record high
prices in 1996, prices crashed in a

L J

series of trading sessions beginning
on Oct. 19, dubbed “Black Friday.”

But prices on the exchange, so
volatile last fall, have been remark-
ably stable the past two months.

The recovery is due to the same
set of forces which sent dairy prices
to record highs in 1996 and,
according ‘to dairy economist
Robert Cropp, those forces —
lower milk production - will
remain a factor in 1997.

Prices on the National Cheese
Exchange Friday held steady with
blocks at $1.325 a pound and bar-
rels at $1.28 a pound.

At the same time, at the Chicago
Mercantile Exchange, butter prices,
which have increased dramatically

¢

® Wisconsin’s dip in
production leads to more
competitive premiums

in recent weeks, also remained
unchanged at $1.15 for Grade AA.

At one point in December, but-
ter prices fell to price support lev-
els. But Grade AA prices increased
20 cents in the first two weeks in
February. Grade AA butter is 43
cents higher than it was a year ago.

The Basic Formula Price (BFP)
increased 60 cents per hundred-
weight in January to $11.94.- With
the increases in cheese and butter
prices thus far in February, the
BFP should increase to" about

]

$12.50 for February, and near lev-
els of a year ago. The BFP for last
February was $12.59. The BFP will
continue to strengthen as spring
approaches and should be more
than $13.00 by early summer.
Cheese prices appeared to have
stabilized after reaching a low of
$1.14 a pound in December.
According to Cropp, 1997 could
experience the second- or third-
highest milk prices on record.
“This continual decline in milk
production and resulting excess
manufacturing milk plant capacity
results in relatively high competi-
tive premiums being paid to dairy
farmers in Wisconsin and the high-
er mailbox prices as compared to

,v\n_,

223 /77

most other dairy regions,” said
Cropp in his most recent report.

Mailbox price, a term Cropp has
coined, is the “real” price farmers
receive after all assessments and
charges have been subtracted and
processor premiums and induce-
ments have been added in.

Wisconsin had 4.5% fewer cows
in production in January, continu-
ing a trend which has seen the
dairy industry shrink in recent
years.

Wisconsin was not alone in
declining production.

In a state-by-state analysis of the
dairy situation Cropp noted the
weather around the country has
been the major, factor.
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APOIOGY tenuereu
To the Editor:

My apologles to Rep. Alvm
Ott. Last week in a letter to the
aditor I mistakenly accused him of
conspiring with other Republican
leaders to hold SB 2 (the Fair
Milk Pricing Bill) hostage. That is
not the case. SB 2 would have the
state monitor the hanky-panky on
the National Cheese Exchange.

~ Although Rep. Ott.and I may
disagree on the virtues of this bill,
he is not controlling its future on
his committee. That dirty deed has
been successfully choreographed
by Assembly Speaker Ben
Brancel (R-Endeavor) and Joint
Finance Committee Co-chairman
Scott Jensen (R-Wauwatosa).
These two men know very well
that their party’s big cheese, Gov.
Tommy Thompson, doesn’t want
the NCE regulated.

Why, when the majority of
members of the Legislature from
both parties support this bill, would
the governor and his lieutenants be
standing in the way of protecting
family farmers from rip-offs by
large cheese traders? Maybe the
approximately $100,000 these
“gentlemen” and their party coffers
have received from ‘Philip Morris
(Kraft Cheese) and others who are
fighting against the interests of us
farmers is affecting their judgment. s~

Once again my apologies to c
Rep. Ott. This bill deserves a pub- ¥
lic hearing in your committee so m
all opinions can be expressed. J

You have assured me that when or

if that happens, a fair dialogue b
will take place, and I believe you. N

I ask Rep. Ott, members of his g

party and anyone interested in the g
well-being of farmers to contact
Rep. Brancel, Jensen and Gov.
Thompson. Tell them to quit inter-
fering with the will of the people!
There is no telling what will hap-
-pen when farmers feel betrayed.

DARIN VON RUDEN

L § SNV N
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Rep. Al Ott, R-Forest Junction, chairman of the Assembly
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say is the inaction of the Assembly on a g: 5\353 would regulate
5@ National Cheese mxo:m:@m in Green

>@10c_88 Committee, during a protest U<*m13ma at the state

Cheese exchange’s i

~ way to replace the National Cheese

B The oxn—.w:mm could leave
the scene entirely

GREEN BAY (AP) — The gov-
ernment’s approval of milk futures
trading in New York will reduce the
influence of the National Cheese
Exchange over the prices paid to
dairy farmers, Wisconsin congress-
men say. :

The Commodity  Futures
Trading Commission announced
Thursday its acceptance of a plan
by -the Coffee Sugar and Cocoa
Exchange in New York to deal in
milk futures contracts.

The approval establishes close
government scrutiny of the opera-
tions of the National Cheese
Exchange in Green Bay, a cash
market that might now leave the
scene entirely.

A statement Wednesday by the
National Cheese Institute, an-asso-
ciation of cheesemakers, said
“efforts are currently well under

Exchange by May 1.”

Rather than a cash market, the

New York exchange would deal in
market futures with trading based
on the U.S. Department of
Agriculture’s basic formula prices.
- The CFTC’s intervention can
increase government surveillance
of the Green Bay exchange, Sen.
Russell D. Feingold said in a state-
ment with Sen. Herbert H. Kohl.

The USDA sets the basic formu-
la price that farmers are paid for
their milk by dairies and cheese-
makers. :

Many farmers argue
National Cheese Exchange has a
disproportionate amount of influ-
ence over the USDA prices.

The exchange meets briefly once
a week and deals in less than 2% of
the nation’s cheese trade.

Wisconsin dairy farmers have
blamed the exchange’s influence

for helping depress the prices they -

are paid.

Bay exchange,

the

The criticism increased as raw-

milk prices fell from more than $16
per hundred pounds last

September to just over $11 in

.-mz:m_.w

'Gov. Tommy Thompson and a
farm delegation visited the nation’s
capital in February, urging the
USDA to cease quoting the Green
Bay exchange.

A University of Wisconsin study
accused Kraft Foods Corp., a
major cheese buyer on the Green
of artificially
depressing prices a few years ago by
dumping its own cheese into the
bidding.

Kraft and the exchange denied
wrongdoing. The Federal Trade
Commission reported last year it
found no m_mn of antitrust viola-
tions.

The state wmm no authority over
the exchange, Thompson told farm-
ers who lobbied the state capital
last year for help with prices.

The Legislature is :oi consider-

- 4 f2597

g out

ing a Bamm:no to regulate traders.
Talk among cheesemakers abou
replacing the exchange include:
possibilities of shifting to a cash
market agreement with the Chi

w

- cago Mercantile Exchange or th

Coffee Sugar and Ooaom Ex
change.

“I think the members of th
cheese exchange feel as though th:
business climate in Wisconsin is st
unfriendly that it isn’t worth th
bad publicity to stay here,” sai
Assembly Speaker Ben wamzoa_ R
Endeavor.

Feingold said the CFT(
approval of the New York tradin
will increase the commission’
“authority to oversee the Natione
Cheese Exchange, which is curren
ly unregulated by state or feder:
government.”

“Farmers and consumers alik
deserve to know that someone i
willing to assert ... authority to pr
vent :5:65&5: in ‘cheese ma
kets,” Kohl said.
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Dairy farmers chain themselves
0 W] ge Cheese Exchange regulation §

ly Mike _u_m:o..z
agislative reporter

Eight dairy farm family mem-
ers chained themselves together
utside the Wisconsin Assembly
/ednesday to protest the refusal
f Republican leaders to regulate
1e National Cheese Exchange in
reen Bay.

“It’s an unregulated market. It
eeds some sort of oversight and
egulation,” said Bob Breneman,
ho milks 100 cows with his wife,
Jaren, near Rio.

Farm leaders said Assembly

.epublicans need prodding or
1ey won't take action on a bill
5B-1) that  would regulate the
lational Cheese Exchange in
reen Bay.

The group, led by Senate Agri-
ulture Committee chairwoman
en. Alice Clausing, D-
Ienomonie, and Mark Kastel, a

lobbyist and failed candidate for
the Assembly, alsq accused three
Republican leaders (including
Gov. Tommy Thompson) of “sell-
ing out” Wisconsin's dairy farm-
ers for $100,000 in contributions
from large cheese companies.

Assembly Speaker Ben Bran-
cel, one of those accused, re-
sponded that the charges are
baseless and blasted Kastel.

“Mark Kastel, a hired lobbyist
who will use any group he can to
get in front of a camera,” Brancel
said. “I don’t even know if I have
contributions from cheese com-
panies. Maybe Kastel would sell
his votes for contributions. I
don’t work that way.”

At issue is a proposal to regu-
late the National Cheese Ex-
change, a small cash market that
companies use to buy and sell
cheese surpluses. The exchange’s

prices have become a major fac-
tor in milk prices — and some
farmers argue that the prices it
sets are unfair because a few
large cheese companies can in-
fluence cheese prices on the
small exchange.

SB-2, sponsored 3 szm_:m
and m:.mm% approved in the Sen-
ate by a 3-to-1 margin, would pre-
vent milk price manipulation by
banning cheese buyers from sell-
ing cheese to depress prices — or
cheese makers from buying
cheese to improve prices.

Brancel argued, however, that
the bill will only force ,the Na-
tional Cheese Exchange to an-
other state. Even if it stays and is
regulated, it won’t produce

higher milk prices, he said.
Brancel also argued that the
bill should be debated until the
farm community agrees that it
wants the Exchange regulated.
But farm leaders note that there

is, in fact, consensus. Most of the
state’s farm groups support SB-2,
or have no position. The state’s
cheese industry opposes it.

“It’s not the whole answer,”

Associated Press photo/ANDY MANNIS |

Dairy farmer Roman Statz of Cross Plains argues Wednesday with state
Rep. Al Ott, R-Forest Junction, during a protest by dairy farmers at the
Capitol. The farmers were protesting Assembly inaction on a bill to regu-
late the National Cheese Exchange in Green Bay.

agreed David Nispel, a lobbyist
for the Wisconsin Farmers Union
which supports the measure.
“But it is part of it. We need a
level playing field.”




Mllk pncmg |s udderiy unfal

By Sen. Alice Clausing

Is milk pricing a state or feder_—
al issue? The correct answer is
“both.” Wisconsin state statutes
and ag department administrative
rules can prohibit unfair trading
practices conducted in Wisconsin.
Congressronal action is needed as

a long-term solution, but decisive
action at the state level will pro-
vide the hammer necessary to
spur national change. !

- My Fair Milk Price Bill,
Senate Bill 2, prohibits trading
against interest on the National
Cheese Exchange with the intent
of manipulating cheese prices. SB
2 allows state regulation of the
NCE and provides the state
Department of Agriculture, Trade
and Consumer Protection with the
tools to ensure. fair trade practices.

. Milk prices are unfairly tied to
-the pnce of cheese on the NCE,
which is located in Green Bay.
The NCE has been widely criti-
‘cized for providing a forum for
price manipulation. Many farmers
blame the NCE for the 25 percent
drop in their income. ;
Clearly, the state needs to do

what it can to help farmers. My
Fair Milk Price Bill has experi-

“enced broad bipartisan support in-

~the Senate. Unfortunately, the bill
is now hung up in the Assembly,
where the leadershrp cares more
about protectmg the govemor ’s
_special interests than farmers.

When I traveled 'to
Washington, D.C., for a Cheese
Summit, federal officials
expressed the need for coopera-

+tive efforts at the state and federal
levels to resolve the milk pricing
dilemma. The federal government
is consrdermg “delinking” the
| price of milk from the price of
- cheese on the NCE, but Congress
moves slowly

- In spite of the governor ’s
| opposition to my attending the

* ‘Cheese Summit, I felt compelled
| to attend to make sure that
| Secretary Glickman was aware of
|- Wisconsin’s authority to pursue
| this issue at the state level.

- Someone had to oversee the gov-
| ernor, the tour guide at the Cheese
} Summit, because he may have

“misrepresented Wisconsin’s
| authority to take action.

|| been proactive at the state level to
 help farmers, like he was with the
B Brewers stadium? A year ago,
B Gov. Thompson blocked state Ag

trative rule to prohibit unfair trad-
ing practices on the NCE, precise-

Why has Gov. Thompson not

Secretary Alan Tracy’s adminis--

hat my Fair Mllk Pnce Brn

Sen. Alice Clausing, D-
Menomonie, represents
Wisconsin’s '10th Senate
District.

does. Mr. Tracy’s action was in
response to a March 1996
University of Wisconsin-Madison

study, which revealed trading

practrces by large cheese corpora-
tions on the NCE directly affected
ml]k pricing.

Gov. ‘Thompson’s response to
the UW. report of price manipula-
tion on the NCE was to set up a
cheese task force to study the
report. The initial membership of

. the task force was heavily repre-
“sented by cheese industry inter-

ests, clearly not in the best interest
of farmers. Dairy farmers were
added to the task force later, but
many dairy farmers criticized the

task force because it did not take.

decisive action.

- ‘How can the governor, who
preaches bringing federal control
back to the states, ask Congress to
solve unfair trade practices in
Wisconsin when we clearly have
the authority to deal with this
problem? Our state’s “Little FTC
Act” (ss. 100.20) gives the state
the authority to ensure fair trading
practices.

In fact, state Ag Secretary
Alan Tracy proposed a rule to
strengthen our fair trading stan-
dards by prohibiting “trading
against interest on the NCE.” He
did his work and did it well until
the governor came in with his
quarterback sneak to try to cir-
cumvent the authority of the state.
His cheese task force effectively

“took the ball out of Secretary ,

Tracy s hands.

How much did the governor
influence Secretary Tracy’s

actions? When Mr. Tracy pro-

'at the federal level or we can pro-

posturing and pandering. -

posed his administrative rule to
prohibit trading against interest;
the program was estimated at.a
cost of $2,700. A little less than a
year later, the ag department
attached a price tag of over
$411,000 to-the bill. How can the
cost to implement the same plan-
increase by 15,000 percent?

Only after the state Senate

‘ requested a supplemental fiscal
estimate from the non-partisan

Legislative Fiscal Bureau did the
Fair Milk Price Bill proceed. In
spite of the lack of leadership by

the Department of Agriculture
_ and the governor, the bill passed
128-5.

Is there a connection between
Philip Morris buying out Kraft
Cheese in 1988 and the volatility

in the market? Is there a connec- .

tion between the governor’s lack

of action and the fact that Philip -

Morris ‘contributed $51,000 to the
governor’s campaign? (Nov. 18,
1996, Milwaukee Journal Sentinel
article.) You be the judge.

Congressman Obey comment-
ed that “the 1996 Farm Bill to get
government out of dairy has elim-
inated its ability to moderate price
swings.” What is left is a deregu-
lated market, where the income of
farmers is dependent on the

uncertainties of trading at-the -
NCE and the business decisions
“of large corporatlons like Kraft, -

We can let this issue. la guis

vide the federal government with
a hammer like the Fair Milk Price
Bill to force action. It is in the
hands of the Assembly and the
governor to bring about this
change. Wisconsin’s No. 1 indus-
try — the $3 billion dairy industry.
— is in Jeopardy, ‘and solutions
for fair milk pricing must be
found, now.

The Cheese Summit was suc-

cessful in bringing together poli-

.cy-makers and farmers to work

cooperatrvely to change the dairy.

pricing system. Secretaryér

Glickman is confident that the

federal and state governments,
have the ability to proceed with

actions to accomplish necessary
changes to bring about fair rmlk
prices for all farmers.

For real change to occur, wei
need leadership by action._Call
_Assembly Speaker Ben Brancel,

"Ag Commiftee Chair Al Ott and

Joint Finance Committee mem-:
 bers via the toll-free Legislative
" Hotli

¢ at (800) 362-9472 and tell
them that you want im
state action, not further political




